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Arny Prograns
| NTERNAL REVI EW AND
AUDI T COVPLI ANCE PROGRAM

I ssue of further supplements to this regulation by
subor di nate commands is prohibited unless prior
approval is obtained from HQUSACE (CEAO Washi ngton,
D.C. 20314-1000. |f approved supplenents are issued,
Maj or Subordi nate Commands, Laboratories, and Field
Qperating Activities (FOA) will furnish one copy each
to HQUSACE (CEAO Washington, DC 20314-1000; D strict
I(\:/%rgrands will furnish requi red copies to appropriate

AR 11-7, 16 July 1989, is supplenmented as follows:

Page 3. paragraph 1-4, Responsibilities. Add subparagraphs (a)
and (b) to subparagraph e(l):

(a) I\/Elj or Command QA. The Audit Ofice, Head-

quarters, ny Corps of Engineers (HQUSACE) w T perform
r|od| C Qégllty Assurance (QA reV| ews of each MSC and the
tervvays periment Station ( At a minimumthe reviews

w |l be perforned on-site once every three years with the
potential for an interimreview or desk eval uation based on the
availability of funds and staff. The primary purposes of these
reviews wll be to evaluate the adequacy of programdirection,
supervision, and staffing; review conpliance w th Governnent
Audi ting Standards and prescribed policies and procedures; and
furnish advice and assistance in connection with any audi ti ng,
admni strative or internal problems. The checklist at

Thi's sugpl enent supersedes USACE Suppl 1, 31 Dec 87 to AR 11-7,
1 Dec 78.
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Appendi x A will be used to conduct the QA reviews. A draft
report covering the review results will be issued within 60
days to the Chief, Internal Review Audit Conpliance Ofice of
the MSC or WES. The report will contain sufficient information
to show purpose; scope, including the nunber of projects/
reports exam ned; summary of observations; results of review
for each major area covered as shown in the checklist; and
recommrendat i ons. The Chief, IRAC Ofice will provide witten
comrents on the report within30 days to HQUSACE ( CEAO
Washi ngt on DC 20314-1000. A final report will be issued within
30 days after receipt of comments to the conmander of the MSC
or VES commander/director which will include their IRAC Ofice
comrents and CEAO evaluation. If there are areas of disagree-
ment, the MSC or WES/ commander/ director will be required to
submt a response to the final report setting forth the MSC or
VEES position on the issues in dispute. |If there are still
areas of disagreenent, CEAO will forward the report and MsSC or
gES_cpnnents to the Deputy Conmander, HQUSACE for final
eci si on,

(b% Maj or Subordi nate Conmand Quality Assurance
Reviews. The MSC IRAC Ofice will performstaff surveillance
over the district IRAC activities to evaluate tinely and
effective acconplishment of the mssion; review conpliance with
prescri bed professional audit procedures; and ﬁrovide staff

advi ce and assistance. This will be acconplished by annua
on-site Quality Assurance (QA) reviews of [ocal program
managenment and audit work being perfornmed and interimvisits as
necessary based upon local circunstances. The QA revi ew
schedule wi Il be shown in Section 5 of the annual plan required
by paragraﬁh 3-2 below. A draft report will be issued to the
district chief, IRAC Ofice within 60 days documenting the
results of the annual QA review. The report will contain
sufficient information to show purpose; scope, including the
nunber of projects/reports exam ned; summary of observations;
results of review for each major area covered as shown in the
Checklist; and recomrendations. The district chief, IRAC
Ofice will ﬁrovide witten comments on the report within

30 days to the MSC IRAC Ofice. A final report will be issued
within 30 days after receipt of comments to the district
conmander which will include their IRAC Ofice comments and the
MSC evaluation. If there are areas of disagreement, the
district commander will be required to submt a response to the
final report setting forth the district’s position on the
issues in dispute. If there are still areas of disagreenent,
the MSC IRAC Office will forward the report and district
comrents to the MSC commander for final decision. \Wen the
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reply process is conpleted, the MSC IRAC Office will forward a
copy of the final report, together with the district resggﬂse
and MSC commrander’s decision if applicable, to HQUSACE ( @)
Washi ngton DC 20314-1000. The QA review reports will also be
used to keep the MSC Conmander infornmed as to the effectiveness
of the district |IRAC prograns. The QA reviews will be per-
formed in accordance with above-procedures and therefore wll
not be done as part of the MSC conmmand inspection process. The
prescribed QA reviews should alleviate the need for conmand

I nspection coverage of the district IRAC activities.

Page 3, paragraph 1-4, Responsibilities. Add the following to
subpar agr aph e(6):

The VES wi || provide internal review support to USACE
| aboratories.

Page 4, paragraph 1-6, Internal Review Concept. Add
subpar agr aph b(4) after subparagraph b(3).

_ (4) Provide an independent capability to assist in resolv-
ing problens requiring limted research and qui ck sol utions.

Page 4, paragraph 2-7, Training. Add the follow ng:

An annual training plan should be devel oped for each auditor to
suppl ement formal education and previous experience. This
program shoul d be sufficient to ensure that each auditor neets
t he continuing education requirements of the Governnent
Auditing Standards. This program should utilize courses
offered by the Corps; Departnent of the Arny; other Governnent
agenci es such as the Ofice of Personnel Managenent and the
Gover nnent Audi t Trainin? Institute; and nongover nnment
facilities. Priority will be given to USAAA training courses.
It is essential that |ower grade auditors receive appropriate
training in fundamental audit and internal review techniques,

i ncluding the preparation of review guides, devel opnent of
findings, preparation of working papers, and report witing.
Experience can be gai ned by devel opmental exposure during the
actual performance of internal reviews as a closely supervised
trainee. Such assi%gnents shoul d be part of a formal trainee
devel opment Flan. career devel opnent progresses, the

audi tor should receive training in audit managenent, advanced
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audit techniques, and use of mcroconmputers. A record should
be mai ntained for each auditor docunenting past courses by
course title, length (days or hours) and conpletion date
(nonth/year). Both HQUSACE and the MSC are responsible for
nmonitoring the training acconplishments of the subordinate
internal review activities. A copy of the training record for
each auditor show ng training conpleted during the previous
year will be forwarded through command channels to CEAO with

t he annual plan show ng workl oad acconplished for the year.

Page 5, paragraph 2-10, Guidance. Add subparagraph f and g
after subparagraph e.

f. The IRAC elenent will not establish accounting policy;
performquarterly inprest fund cash counts; perform contract
audits; augnent operational elenents; or acconplish operational
tasks. Exanples of the latter include making detailed verifi-
cations of the accuracy and validity of docunents and perform
in% contract administration activities. The above tasks are
subject to internal review evaluation if there are known or
suspected problens or if they are a part of a function in which
a review i s being made.

g. The Chief, IRAC at all command levels is encouraged to

provi de consul ting assistance to hel p managers eval uate and

I nprove internal management controls. The auditor can advise
managers on how to performthe internal nmanagenent contro
eval uations as required by AR 11-2 but the auditor will not
Berfornwthese prescribed periodic evaluations on regular basis
ecause they are managenent’s responsibility. The auditor
should forward information to the internal management contro
adm ni strator concerning known or suspected material weaknesses
as identified in internal review and external audit reports.
This will assist the conmander in determng material weaknesses
to be reported in the annual statement required by the Federa
Managers Financial Integrity Act. Management is responsible
for correcting material weaknesses and the validation
Val i dation can be acconplished by Conmand | nspections, staff
visits, quality assurance visits, etc. |IRAC should only be
used to validate those weaknesses that the Conmander or Deputy
Commander determ nes to warrant such independent testing .

Page 6. paragraph 3-2, Guidance on Annual Internal Review and
Audit Conpliance Plan. Add the followng to subparagraph a(l):

The auditable entity file will be updated as necessary to show
the areas covered by external audits and internal reviews. The
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IRAC Office will review the file annually to assure that it
Properly identifies the organizations, programs, activities and
unctions subject to audit. During the annual review, the | RAC

office will conduct sufficient research to identify the najor
m ssions and projects to be acconplished by their respective
districts and labs during the next year. The IRAC office will
use the auditable entity file and information gathered during
the annual review to prepare annual plans and to support
resource requirements.

Page 6. paragraph 3-2. Guidance on Annual Internal Review and
Audit Conpliance Pl an. Add the followi ng to subparagraph a(2):

The Commander will sign the witten request for staff input
concerning possible review areas. This solicitation will also
encourage staff menbers to request internal review assistance
during the year as known or potential problemareas are
identified. Suggested formats for the solicitation letter and
audit suggestions are shown at Appendi x B.

Page 6. paraqraph 3-2, Quidance on Annual Internal Review and
Audit Conpliance Plan. Add subparagraphs (7) and (8) after
subpar agraph a(6).

(7? Directed/ Suggested Internal Reviews. HQUSACE nmay
periodically direct command-w de internal review of known or
suspected trouble areas. Suggestions may al so be nade of
possi bl e review areas.

(8) USACE Deficiency Trends. HQUSACE wi |l periodically
publ i sh a deficiency trend nmenorandumto alert MSC commanders
of possible problem areas. Assessnment factors will be provided
so the Commander can readily determ ne whether a conmmand weak-
ness exists. | f the commander identifies weaknesses, internal
reviews should be performed to determ ne the underlying causes
contributing to these conditions and to recommend corrective
action.

Page 6. paragraph 3-2, Guidance on Annual Internal Review and
Audit Conpliance Plan. Add the followng to subparagraph b

Each USACE | RAC office will prepare an annual plan on a fisca
year basis in accordance with the format at Appendix C.  The
plan will be devel oped based upon high risk areas fromthe
auditable entity file;, current suggestions fromfunctional
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managers; prior year deferred audits which are still valid; and
| RAC suggestions based upon higher authority requirenents,
known nmaterial weaknesses, and know edge of |ocal areas, con-
cerns and mmjor activities. Internal reviews will be schedul ed
in both mission and support areas to the extent resources
ermt, with priority given to mssion and high risk areas.
ssion areas are defined as those functions perforned by the
technical staffs shown on the organization charts, e.g.
Pl anning, Engineering, Construction, Operations, Real Estate,
Contracting, Program Project Managenment and Energency Manage-
ment. If the programrequirenents, as identified above, exceed
daYs avail able, the deferred audits and estimated work-days
will be listed in prioritY order and appended to the annual
plan. The annual plan will be revised sem -annually as
necessary to reflect actual work-days expended in each area
during the preceding quarters and the ﬁrojected wor kl oad for
the remainder of the calendar year. The IRAC Ofice will re-
view the projected workload with the commander and/or principal
deputy sem -annual Iy and nake adjustnents as necessary to
reflect current conmand priorities.

Page 6. paragraph 3-2. Guidance on Annual Internal Review and
Audit Conpliance Plan. Add the following to subparagraph c:

The Chief, IRAC Ofice will neet with the conmander and/or
princi pal deputy conmander to review and di scuss the proposed
annual plan prior to approval to assure that it will help the
commander neet the Corps’ objectives of providing quality
service to our custoners. After making any necessary adjust-
ments, the annual |RAC plan will be forwarded to the conmmander
for approval. A copy of the approved annual plan will be
provided to staff elenments of the command al ong with feedback
on the disposition of their audit suggestions.

Page 6. paragraph 3-2. Guidance on Annual Internal Review and
Audit Conpliance Pl an. Add the followng to subparagraph d:

A copy of the approved annual plan for the current fiscal year
and a copy of the annual plan show ng acconplished versus
estimated workload for the preceding year wll be submtted

t hrough command channels to HQUSACE (CEAQ. The MSC I RAC
offices will reviewthe district plans for the current year
prior to submttal to CEAO and provide feedback to the
districts if deficiencies are noted or Froper_procedures are
not followed. The MSC IRAC offices will subnmit the district

pl ans, a copy of the feedback, and the MSC | RAC plan to HQUSACE
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(CEAO). CEAO Wi ll review and evaluate the current year MSC
plans, along with WES's plan which is to be submtted directly
to CEAOQ, and provide feedback, as needed, to the applicable
subordi nate organi zation. The sem -annual revisions wllalso be
subm tted through conmand channels to HQUSACE (CEAO . The
annual plan and sem -annual revisions wll be forwarded w thin
30 cal endar days after the beginning of each fiscal year or
interim six-nonth period.

Page 6. paragraph 4-1. Performing internal audits. Add the
following to subparagraph a:

A formal announcenment nenorandum w | be issued prior to the
entrance conference for internal audits. The announcenent
menor andum wi | | communi cate the fact that a review is about to
begin, wll contain the tentative audit objectives, and wll
confirmthe arrangenments for the entrance conference. The
announcenent nenorandumis not required for troubleshooting or
qui ck reaction audits requested by nanagenent. However, an
entrance conference wll still be held to discuss the audit

pl ans and objectives.

Page 6, paragraph 4-1, Performing internal audits. Add the
follow ng to subparagraph b:

Internal review survey requirenents and procedures are included
at Appendi x D.

Page 6. paragraph 4-1, Performng internal audits. Add t he
follow ng to subparagraph d:

As a mnimum the audit guide will contain the follow ng
sections: Background, References, Qbjectives, and Review

Areas. Under each major review area, the guide will show the
specific stﬁgs required to acconplish that portion of the re-
view. The Chief IRAC W || aPprove the guide prior to initiation
of the review This approval will be docunmented on the audit
guide to be included in the working paper file. The MC auditor
w || evaluate the adequacy of audit gui des prepared by the |ocal
| RAC of fice and docunent the results of this assessnent during
the annual quality assurance reviews.

Page 6, paragraph 4-1, Performng internal audits. Add sub-
paragraphs (1) and (2) after subparagraph e:
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(1) During the performance of internal reviews, the auditor
shoul'd constantly be on the alert for possibility of fraudul ent
or other unlawful activity. Accordingly, the auditor should
deternine that a system of checks and bal ances is in piace
which will disclose irregularities and inproprieties. A so the
audit shoul d incl ude sFecific audit steps designed to provide
reasonabl e assurance of detecting abuse or illegal acts. \en
fraud or other unlawful activity is suspected, the auditor
shoul d develop all factual information using generally accepted
auditing procedures but will not assune the responsibility of
investigative personnel. If audit techniques and consultation
w th counsel do not resolve the suspicion of wongdoing, the
auditor shall prepare a letter report to the commander docunent-
ing the circunstances and related facts. The report will be
di scussed with the Commander, Counsel and Security and Law
Enforcenent Oficer, with copies to the MSC auditor and CEAQ
The Chief, I1RAC Ofice, should nmonitor the action to ensure that
the matter is satisfactorily resolved. Al correspondence
related to the suspected fraud or other unlawful activity should
be carefully protected with “FOR OFFICIAL USE ONLY" markings to

avoid unnecessary disclosure.

(2) During the course of an audit, working papers wll be
devel oped in a conplete and accurate manner to docunent work
performed and to support the findings and recommendations in the
audit report. Techniques and standards for working paper
preparation are included at Appendix E.

Page 6. paragraph 4-1, Performing internal audits. Add the
followng to subparagraph g:

Format and gui delines for £reparation of standard interna
review reports are included at Appendix F. In the event the
audi t discloses satisfactory conditions or only mnor deficien-
cies, a letter report may be issued as shown at Appendix G

Page 6. paragraph 4-1, Performng internal audits. Add
subpar agraphs (1), (2), (3), (4) and (5) after subparagraph g.

(1) The IRAC Chief will forward copies of the draft report
or portions thereof to responsible operatin% officials for com
ment on the findings and reconmmrendati ons. he replies to inter-
nal review reports nmust clearly state the operating official’s
position on the recommendations, i.e., concurrence and correc-
tive actions taken or planned with target dates for inplenenta-
tion or nonconcurrence with reasons therefor. The Chief |RAC
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wll review the comments and attenpt to resolve any nonconcur-
rence or inadequate replies where possible. The managenent
comment s §and audit rebuttal if necessary) will be incorporated
into the final report imediately follow ng each recomendati on.
| f the management comments are |lengthy, they may be summari zed
in the report and, if requested, a copy attached. The final
report will then be forwarded to the commander for review and
di sposition in accordance w th subparagraph h of the basic
regul ati ons as suppl enented bel ow.

(2) The suggested tine frame for obtaining management com
ments is 30 days. The final report should be issued without
managenent comments if the comments are not received within 45
days fromthe date of the draft report. Also, there may be
other instances where it is desirable or necessary to issue a
report w thout operating officials’ coments. The reason for
such action should be briefly stated in the transmttal letter
to the commander. An expanded discussion of the situation
shoul d be included in the “Managenent Response” paragraph of the
report and “Managenent Comments” section of the finding(s).

. (3).If the report contains repeat findin?st i.e., condi-
tions Simlar to those previously reported within the last five

years, they should be highlighted in the transmttal letter to
the commander. They should also be noted in the “Managenent
Response” and “Action on Prior Reports” sections of the report
in order to highlight the need for corrective action in these
areas. The major subordinate command auditor should determ ne
that the district conmand is taking appropriate action on repeat
findings during the annual quality assurance reviews.

(4) The potential nonetary and nonnonetary benefits for
each finding should be explained and sunmarized in the report.
|f there are potential nonetary benefits, a schedule of such
benefits should be attached to the report (Exanple at

Appendi x H).

(5) The pertinent audit report information (excluding
followup reviews) wll be transmtted via electronic mail to
CEAO- | for entry into the Internal Review Audit Database (| RAD)
system This information will be furnished within ten (10) days

after issuance of the final report.

(6) Upon conpletion of internal audits, i.e. excluding
t roubl eshooting and fol | ow-up reviews, the RAC Office will send
a copy of the Post Audit Survey questiomaire shown in
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Appendix | to the audited organization(s). The purpose of the
questionnaire is to obtain feedback on the quality of the audit
work perforned to assist the Chief, IRAC Office in assessing
strengths and identifying areas requiring inprovenent.

(7) The internal review report and related files should be
retained for five years in accordance with the provisions of
AR 25-400-2 (file nunber 11-7). Permanent working paper files
may be retained as |ong as necessary under file nunber 36.

Page 6. paragraph 4-1, Performing internal audits. Add the
followng to subparagraph h:

The final report will be furnished to the |ocal comrander wth
an oral briefing or a transmttal menrorandum sunmari zi ng what
was reviewed, the results of the review, the managenent posi -
tion, and the auditors’ evaluation of managenment’s response. At
the time of the briefing or sinmultaneous with the transmttal
memorandum the 1 RAC office will provide a proposed menorandum
for the Commander’s signature advising the responsible nman-
ager(s) of the final decision on the report, i.e., the proposed
corrective action is satisfactor% and shoul d be inplenmented or
if not, the actions that should be taken to correct the problens
noted in the report. A sanple transmttal nmenorandum and action
menor andum are I ncluded with the report format at Appendi x F.
The disposition of internal review reports nust be acconplished
within six nonths of the date of the final report.

Page 6. paragraph 4-2, Troubl eshooting. Add the foll ow ng:

The 1 RAC of fice may performtroubl eshooting audits for manage-
ment if the requests neet the criteria in paragraph 10-3, DA
Internal Review and Audit Conpliance Manual. These audits wl|
be performed on an expedited basis using normal procedures,
i.e., limted survey, brief review guide and documentation of
work perforned and conclusions. A letter may be issued
directly to the requesting official with a request for coments
on actions to be taken on the recommendations. The letter
report would not be subject to the resolution or followu
process. However, when accepting the requests for specia
audits, the Chief, IRAC Ofice should advise the requesting
official that normal reporting procedures will be used if
consi dered appropriate.

10
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Add new paragraph as follows:

Page 6. paraqraph 4-3, Consultant services.

The I RAC office may provide consultant services to managenent to
assist in resolving problens requiring limted research and a
qui ck solution. These efforts will not be considered an audit
and therefore are not subject to the auditing standards and
procedures. The results and advice provided will be qualified
accordingly. However; in the event that limted research dis-
closes the problemis nore serious or conplex than anticipated
and an audit is determ ned necessary, the auditor will term nate
the research effort and recommend to the requester that a

troubl eshooting or internal audit be performed in accordance
with prescribed procedures. The tine spent in providing con-
sultant services to nanagenent should not exceed 10 percent of
the direct auditor days available in a fiscal year. The advice
and assi stance provided will be docunmented by a menorandumto
the requesting official or a menorandumfor the file as

appropri ate.

Page 7. paragraph 5-2, Followup on findings and
recommendations. Add the following to subparagraph a:

| RAC Offices will performfollowup reviews of GAQ, |G DoD,
USAAA, CEAO- 1 and 1nternal review reports addressed to their
Command. The followup reviews will be conducted in accordance
with the guidelines in basic regulation, AR 36-2 and the DA
Internal Review and Audit Conpliance Manual. On-site follow up
reviews will be conducted on significant findings as defined in
paragraph [-4i of AR 36-2. For findings not nmeeting this
criteria, the followup reviews will be linmted to desk reviews
of the docunentation provided by cogni zant managers to verify
that all agreed upon corrective actions have been conpl et ed.

Page 7, paragraph 5-2, Followup on findings and
recommendati ons. Add subparagraph c after subparagraph b:

The auditor will properly docunent the foll owup work perforned
and conclusions in the audit file. |If a desk review has been
perfornmed and the auditor concludes that effective corrective
action has been taken on all recomendations, based upon sup-
porting docunentation in the working papers, no report is re-
quired. A followup report will be prepared for all on-site
followup reviews and desk reviews wnere effective corrective
action has not been taken on all of the recomendations. The

11
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report will show the orginal finding, recomendation and nanage-
ment response; the followup results; management comments on the
followup results (if necessary); and the internal review eval u-
ation of such comments (if applicable). Standards for report
preparation are at Appendix J.

Page 7, paragraph 5-3, Followup system Add subparagraphs (1),
(2) and (3) after subparagraph a:

(1) The IRAC office will maintain a tracking and fol |l ow up
system for the reports noted in paragraph 5-2. The tracking
systemwi ||l include the information required by this regulation
and AR 36-2. The auditor will update the systemon a quarterly
basis by requiring the responsible activity to provide the
current status of ongoing actions and revised target dates if
appropri ate.

(2) The reports and recommendations will be recorded as
conpl eted when nmanagers have provided explicit witten confir-
mat1 on and docunentation that agreed-upon corrective actions
have been completed. The initial followup will be performed
within 120 days after conpletion of actions on the report in
accordance with procedures in paragraph 5-2 above. en the
foll owup discloses that corrective actions are inadequate, a
witten directive will be prepared for signature by the comman-
der or his designee. This directive will require the respon-
sible activity to take immedi ate corrective action, establish
mlestone dates (if necessary), and report to |RAC every 30 days
until all corrective actions have been conpleted. The status In
the tracking systemw || be changed for those corrective actions
previously reported as conplete but found to be inconplete as a
result of the followup review

(3) A second and last followup wll be made upon official
notification fromthe audited activity that all corrective
actions are conplete and audit recomendations have been com
plied with. [If the second followup discloses that corrective
actions are still inadequate, a final followup report wll be
issued to the commander. Once again the status of the incom
plete corrective actions will be tracked in the systemuntil
managenent provides witten confirmtion and docunentation that
actions have been conpleted. At this time, the report and
recomendation(s) will be recorded as conplete with no further
followup effort.

12
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Page 7, paragraph 5-3, Follow up systens. Add the following to
subpar agraph c:

The IRAC office will provide quarterly reports to the commander
shomﬁng_the status of uninplenmented audit recomrendati ons. The
MSC auditor will review the summary report during QA reviews;
attenpt to expedite conpletion of overdue corrective actions;
and report excessive delays in inplenenting recomendations to

t he MSC.
FOR THE COMVANDER:

£,

R OHNS
Col onel, Chief of Staff
Corps of Engineers

11 Appendi ces

APP A - Quality Assurance Checkli st

APP B - Audit Suggestion For nat

APP C - Annual |RAC Pl an For mat

APP D - Survey Procedures

APP E - Standards for I|/R Wrking Papers
APP F - |/R Standard Report Format

APP G - |/R Letter Report Format

APP H - Potential Mnetary Benefits Format
APP | - Post Audit Survey

APP J - Foll owup Report Fornat
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APPENDI X A
ALL TY_ ASSURANCE CHECKL | ST
FOR | NTERNAL REVI EWA?\HE) AL%T C,E&fPLI ANCE PROGRAM
A (bjectives:

1. To determne that professional audits are being
performed in accordance with prescribed procedures and that a

quality product is produced in a tinmely manner.

2. To determine that the internal review programis
adequat e and responsive to the needs of the conmmander.

3. To ensure that audit reconmendations provide feasible
solutions to problens.

4. To determine that the IRAC Ofice has an effective
tracking and followup programto identify nonconpliance with

agreed upon audit recomendations for comrand.

B. Evaluation Procedures: YES NO
1. Oganization, staffing and Training.

a. Does the IRAC Ofice report to the
Commander or Principal Deputy Commander? _

b. Does the IRAC Chief have direct communi-
cation with the commander or principal
deputy conmmander on a regul ar basis? .

c. Is current staff at authorized |evel
and is the staffing sufficient to
acconplish m ssion? _

d. Is current staff all fully qualified
511 auditor personnel? _

e. Does the mission and functions statenment
accurately define the responsibilities
of the IRAC Office? 3

A-1
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f.
g.
h.
i
j .
k.

2.

YES
Do the I RAC job descriptions accurately

describe responsibilities of each
position?

Does the job performance objectives/

i ndi vi dual standards adequately address
the significant duties and responsibil -
ities of the position?

s an Individual Devel opment Plan (1DP)
prepared for each auditor and are
tralining records maintained docunenting
t hat continuing education requiremnments
are being net?

Are the continuing education and train-
ing (CET) requirenments being met for each
two year period (89-90, 91-92, 93-94,
etc.) i.e., 80 hours total with at |east
20 hours each Year and at |east 24 hours
in subjects related to the governnent

envi ronment and to government auditing?

Does the IRAC Office reflect a
pr of essi onal wor ki ng environnent in
ternms of appearance and atnosphere?

I's there any evidence of external or
personal inpairnents to independence?

Annual Plan and Sem - Annual Updat es.

a.

I's an annual plan with sem -annua
updates prepared in accordance with
prescri bed procedures?

Are audit areas solicited annually by
the Commander fromthe staff and requests
prioritized for Comrander consideration?

Has an auditable entity file been
devel oped and kept current and is it
bei ng used?

Are high risk/high payoff areas being
scheduled for audit?

A-2
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|'s the annual plan well balanced with YES  NO

time being spent in both mssion and
support areas and cXcI|caI/operat|ng-
type audits avoi ded”

®

f. Are other factors being considered in
establishing audit priorities such as
command enphasi s/ high visibility pro-
granms; reviews required by higher
authority; newness or nmmjor changes in
prograns or systens; and naterial
Internal control weaknesses? _______

g. Does the annual plan contain realistic
estimates of wor daYs required to
acconplish the workl oad?

h. Isa schedule of “excess” or “unre-
sourced” audits, listed in priority

order, prepared and attached to the
annual pl an? N

I's the annual plan discussed with and
aﬁproved by the Conmander; reviewed by
the MSC IRAC Ofice, where applicable;
and forwarded to HQUSACE? L

j. \ere significant variances between
estimted and actual staff days
adequat el y expl ai ned?

k.  Were reviews schedul ed but not per-
fornmed in the prior year carried over
to the current plan or an explanation
provided for their exclusion? _

Audit Process.

a.  Are audits being conducted in accordance
with prescribed procedures as docunent ed
by working paper checklists? _

b. Are in-process reviews perforned to.
eval uate progress and quality of work
at key mlestone conpletion dates?
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. _ YES NO
c. Are the supervisory reviews docunented
and adequat e?

d. Are overall audit tinmes consistent with
guidelines and tine controls for the
maj or audit segnments and are the actual
times versus the estimates docunented?

4.  Reporting Process.

a. Do the reports contain all of the
required el ements and are they prepared
in the proper format?

b. Do the reports contain sufficient back-
ground information to provide the reader
w th an adequate understandi ng of the
audi t entitK, i.e., size, volume and

nature of the operations reviewed?

c. Do the reports clearly show the objec-
tives of the audit and the concl usion
for each objective?

d. Does the scope and net hodol ogy paragraph
show period covered by audit, when audit
wor k was performed, extent of audit
coverage, any scope limtations, and
any departures from standards?

e. Does the scope and net hodol ogy paragraph
clearly explain the techniques used to
gat her and anal yze evi dence, including
nmet hods used for selecting or anal yzing
sanpl es where applicable?

f. Do the reports contain a statenent that
the audit was conducted in accordance with
general |y accepted governnment auditing
st andar ds?

g. Do the reports contain a discussion of

the internal controls assessed and the
material . weaknesses noted, if any?
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Are repeat findings clearly identified YES  NO

and reported to the Commander?

Are potential nonetary benefits being
di scussed in the report and, if so, are
t hey reasonable and fully supported?

Do the reports present all mgjor
findings and recomrendations contai ned
in the working papers?

Are the findings and recommendati ons
adeguately sugported by objective
evi dence In the working paper file?

Are the findings of nonconpliance
presented in proper perspective, i.e.
extent of nonconpliance to number of
cases exam ned or universe?

Do the findings include condition
criteria, cause and effect (where
applicable) and are these areas fully
devel oped?

Are the recomendations realistic and
sufficiently specific to correct the
deficiencies noted and to avoid simlar
probl enms fromoccurring in the future?
Are witten managenent comments requested

and are they received in a tinely

manner ?

Were the nanagenment comments responsive,
i.e., did they include effective
corrective actions with actual or target
conpl etion dates or reasons for non-
concurrence With the recomendati ons?

Do the reports include management’s
position on each recomrendati on and the
audit evaluation/rebuttal, if necessary?
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Do the reports present information in a
fair, convincing, objective and clear
manner ?

Are the reports free of grammati cal
errors or nissPelllngs whi ch detract
fromtheir quality?

Were reports issued in a tinmely manner?
Are nonconcurrence adjudicated by the
Commander within six nmonths of the date
of the report?

Were copies of the final report sub-
mtted to appropriate officrals?

Audit Liaison and Conpliance.

a.

Does the | RAC office serve as the
liaison with external audit agencies,
e.g. GAO, 1G DoD and USAAA?

Are the Conmander, MSC Audit Office and
HQUSACE Audit O fice kept infornmed of
all external audit visits?

Are replies to USAAA tentative findings
and recomendations forwarded to USAAA
wi thin 30 cal endar days?

Are command replies to USAAA reports
reviewed by I RAC offices to ensure they
are adequate and conpl ete and forwarded
thru channels in a timely manner?

Tracking and Followup System

a.

Has a tracking system been established
to nonitor inplenmentation of corrective
actions until conpleted?

A-6
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Are quarterly reports provided to the YES
Commander showi ng the status of
uni npl emented audi t reconmendati ons?

Does managenent provide witten confir-
mation, wth supporting docunentation
when corrective actions have been
conpl et ed?

Are on-site followup review perforned
for significant findings and
recommendat i ons?

Are the followup reviews tinely and
adequate to verify the effectiveness
of corrective actions taken?

Do the morking papers clearly docunent
work performed and results and do they

support the conclusions?

Are the followup reports (when required)
prepared in the proper format and do they
conmmuni cate the necessary information?

|f the follow up reviews show that
corrective actions were inadequate,

has the Conmander directed the activities
to take i nmmredi ate corrective action

on the uninpl enented recomendati ons?

Gener al .

a.

Are any operational -type duties being
per f or ned?

Are the auditors appointed to any
boards or commttees which coul d
conprom se their independence?

I's the pertinent internal review report
information transmtted el ectronically
to CEAO | for entry into the | RAD system

within 10 days?
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YES NO

d. Are the sem -annual reports prepared
in a correct and timely reamer?

8. Division Staff Program Managenent
(For CEAO Use).

a. Are Division annual plans prepared and do
they include schedul ed quality assurance
reviews of district |RAC offices?

b. Do Division audit offices review and
critique District annual plans and
rovi de feedback prior to submttal to
ACE?

c. Do Division audit offices conduct
annual on-site quality assurance
reviews of District IRAC offices and
make interimvisits as necessary to
resol ve problem areas?

d. Are the quality assurance reviews in
sufficient depth, based upon the check-
list in Appendix A of USACE Suppl 1
to AR 11-7, to detect deficiencies
and provide gui dance to inprove
operations?

e. Do the quality assurance reports con-
tain the information prescribed in para-
%raph | -4e(1)(b) of USACE Suppl 1 to
R 11-7 and are copies provided to CEAO? ___
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APPENDI X B

MEMORANDUM FOR: SEE DI STRI BUTI ON
SUBJECT: Request for FY Audi t Suggestions

1. The internal review function provides an inportant service
to the District as part of our operational control system CQur
intention is to establish an internal review programthat is
both flexible and responsive to the needs of this District.

AR 11-7 states that the annual internal review programwl| be
devel oped based on direction fromthe Conmander and inPut
received fromthe staff activities and other functiona

nmanagers.

2. The District’s Internal Review Office is in the process of
preparing the FY____ Internal Review Program and, accordingly,
I's soliciting input fromall District activities. Please
review the mssions and functions of your office and identify
known or potential problemareas that shoul d be considered as
possible areas for review. Mtters to be considered when
Identifying potential reviews are: (a) |level of project or
program funding; (b) potential loss and risk; (c) high
visibility programs; (d) newness or mmjor changes in
operations, prograns, systenms, or contiols; (e) problem areas
or internal control weaknesses noted in evaluations by managers
and inspection groups; and (f) known significant audit findings
at other activities having local applicability. These audit
suggestions should be in the format at Enclosure 1.

3. The audit suggestions that you previously submtted but
whi ch coul d not be acconplished because of [Imted resources
are listed at Enclosure 2. In respondin? to this nmenmorandum
you shoul d advise the Internal Review Ofice as to whether
these audit suggestions are still valid and if so, their
recommended priority.

4, Addressees should submt their audit suggestions or a
negative response to__ no later than :
| encourage you to subnit potential candidates for interna

audits and troubl eshooting reviews, both now and as the need

arises during the next year.

Encl Commander
B-1
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AUDI T SUGGEESTI ONS

1. Titl e/ Subj ect.

2. (bjective of Proposed Audit. The objective should tell the
purpose of the audit.

3. Basis for Suggestion: Briefly describe the rationale for
the proposed audit. Wiat are the major issues and resource
i mplications:

4. Anticipated Benefits: What benefits are projected if the
audit is conducted:

5. Suggested Tine Frame/Quarter for audit and recomended
priority:

6. Point of Contact: Name, nunber, and office synbol of
know edgeabl e i ndi vi dual (s) who can provi de additi onal
i nf ormati on.

7. O her Comments/ Remarks:
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APPENDI X D
| NTERNAL REVI EW SURVEY REQUI REMENTS
AND PROCEDURES
1. Ceneral. A survey should be performed as the initial phase

for all reviews. The extent of survey effort will vary based
upon circunmstances and the type of review A survey for a
troubl eshooting or quick-reaction review may be limted to
efforts needed (i) to obtain a morking knowl edge of the
organi zation, programor activity to be reviewed and (ii) to
devel op a review gui de showi ng how the objective(s) wll be
acconplished. A conplete survey, as described below, wl]|
normal |y be performed for internal audits.

2. Survey Requirenents. During the survey the auditor should
become famliar with the organi zation and functions of the
activity under review, gain-sufficient know edge to identify

i nportant issues and potential problem areas; determne if
further audit work is needed; and if so, identify the prinary
audit objectives and design an audit approach to effectively
acconplish the objectives. Suggested survey techniques and
procedures are shown on Pages D-3 and D-4. The survey work
shoul d be docunented in accordance with prescribed procedures.
As soon as there is sufficient evidence to indicate a problem
(condition) and sone indication of its cause, survey work
should stop in that area. Each probl em shoul d be docunented on
a lead sheet (Page D-5 and ranked in priority sequence). A
decision will then be nmade on whether to proceed with the
review and if so, which areas to cover during the review The
| ead sheets should be the basis for the audit objectives and
devel opment of the review guide. |If the survey discloses that
further review work is not warranted, the auditor will report
the survey results to the conmmander by neans of a letter report
prepared I n accordance with the fornmat at Appendix G

3. Internal Mnagenent Controls. The auditor should normally
review and eval uate applicable internal nmanagenent control
systens during every survey and/or audit. Additional guidance
is furnished as follows:

a. \Wen identifyia% pertinent regulations the auditor
shoul d al so determ ne whet her applicable internal managenent
control checklist(s) for the functional area under review have
been published in the DA 11 series of circulars. If so,the
audi tor should verify whether nanagenent personnel have

D-1
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conpl eted the checklist assessing internal managenent controls
within their area of responsibility. The auditor should also
use pertinent checklists in evaluating internal managenent
controls during the audit.

b. The survey should include an identification of the
transaction cycles and possible threats for the program or
function under review and the necessary internal managenent
controls within each cycle. The auditor should then determ ne
if the controls are in place and test and evaluate their
ef fectiveness. These latter steps are necessary to determ ne
the extent to which the auditor can rely on the interna
n?naﬁenené_control system during the planning and perfornmance
of the audit.

c. The Government Auditing Standards published by the
Conptroll er General (Yellow Book) require that the auditor
obtain a conpl ete understanding of the internal managenent
control structure for financial audits or docunent why a nore
limted review was performed. The field work and reporting
standards start on pages 4-10 and 5-4 of the “Yellow Book”.
The Governnent Auditing Standards for performance audits
requi re that an assessnent be nmade of applicable interna
managenent control s when necessary to satisfy the audit
objectives. The field work and reporting standards start on
pages 6-21 and 7-7 of the “Yellow Book”.

D-2
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| NTERNAL REVI EW
Survey Techni ques

- Review activity’s mssion and functions statenment and
applicable policies, directives and standard operating
procedures.

- Review previous nanagement studies, internal and external
audit reports, and other reports applicable to the area being
surveyed.

Revi ew report coverage

. If applicable, obtain copies of the program and internal
control related working papers.

- Ootain orignization charts and position descriptions.
Det erm ne working relationshi ps anong functional elenments and
their interfacing organizations.
- Contact organization officials to acconplish follow ng:
Obtain briefing on mssion and functions.
Obtain data on size and scope of activity.

Devel op understandi ng of organizational operations and
procedures, including automated systens.

Determine if spans of supervisory control permt
adequate direction of work.

Solicit problem areas or audit suggestions from
managenent .

Conpare procedures described to witten standard
operating procedures for consistency.

~ - btain index or listing of activity's management reports to
identify what information is available and how managers nonitor
their operations.

- Performon-site observation of operating nmethods and
procedures.
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- Determ ne whether internal control checklists have been
publ i shed and conpl eted by nanagenent. |f so, eval uate adequacy
of management testing of internal controls.

- If checklists are not available, identify transaction cycles
and necessary internal controls for each cycle.

- Verify that officer evaluation reports and civilian
performance standards of appropriate officials reflect interna
control responsibilities, including resolution and

i mpl ementation of audit findings.

- Prepare narrative description and/or flowhart of procedures
fol | oned and document(s) processed. Identify and |ist possible
threats including the in-place controls for such threats.

- Performlimted test of transactions to evaluate conpliance
with prescribed policies and procedures and effectiveness of
existing internal controls.

- \Wen conputer-processed data will be an inportant part of the
audit and the data's reliability is crucial to acconplishing
the audit objectives, the auditor should test the data for
reliability.

- Prepare | ead sheets for each identified potential problem
ar ea.

- Determne the universe, scope and materiality of each
potential audit area.

- Sunmarize survey results and “go, no-go” decision. The basis
for a “no-go” decision should be clearly explained.

- |f decision is to continue, document need to proceed into the
verification phase and establish specific review objectives.

D-4
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Functi onal Area

Potential Finding (Condition):

Possi bl e Cause:

Possi bl e Effect:

Probabl e Reconmmendati on:

Regul atory Cuidance (Criteria:)
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Dat e: Pr epar er

Revi ewer’s Qui dance:

Dat e: Revi ewer :

D-6
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APPENDI X E
STANDARDS FOR | NTERNAL REVI EW WORKI NG PAPERS
1.  Purpose. This Appendix outlines general principles and
criteria for preparing internal review working papers. It also
includes criteria for-indexing and filing the internal review
wor ki ng papers.

2. Requi r enent s.

a. Docunentation of Review Wrk. The auditor will prepare
wor ki ng papers which clearly show how each review area and step
was acconplished. The individual working papers should docu-
ment purpose, source of information, and details of audit.

When a series of working Pagers are devel oped for an audit
step, the information wl e summarized in one of the papers.
Summary wor ki ng papers will be prepared for each nmajor audit
segment, organized as follows:

(1) Purpose - Brief statenment of what the auditor intended
to acconplish by performng the review step(s).

(2) Scope - Description of how far the auditor went in
performng the revievvsteﬁ)(s)l e.g. discussions with
responsible officials; selectively testing transactions
(indicate volume of transactions involved, the nunber exam ned,
and why these transactions were selected); period covered by
the auditor’s review, etc.

éBR Work Perforned/ Results - Narrative wth supporting
schedul es as necessary to show what the auditor did to
acconpl i sh objectives and what the auditor found during the
review. The information in this section should be factual in
nat ure.

(4) Conclusions - Audit evaluation of area reviewed based
upon the results (should tie in to purpose?. | f deficiencies
are noted, this section should include information to support
potential finding, such as cause and effect. This section
ghougd al so docunent potential nonetary or nonnonetary

enefits.
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b. Documentation of Findings. Upon conpletion of the
sunmary working papers, the auditor will determne if there are
any reportable findings. If so, the auditor will prepare a
separate working paper for each finding docunenting the con-
dition, criteria, cause, effect and recomendations with the
under st andi ng that cause and effect are optional for conpliance
obj ectives (suggested format is shown on Page E-4).

c. Notes on Conferences. The results of each inportant
conference with activity officials, includini entrance and exit
conferences, should be recorded in the working papers. The
record should include all pertinent facts, such as the date,
tine, place, attendees and a summary of the key areas dis-
cussed. It is also critical to docunment interviews during the
survey and exanination phases, since this information will be
used 1n planning, performng and reporting on the audit. Each
interview will be documented showi ng date, |ocation, personne
I nvol ved, purpose and details of interview The details
section shoul d show the key questions asked and a sunmary of
the responses to each question

d. Tinme Records. Each working paper file will contain a
record of time expended on the review This will be in
sufficient detail-to serve as a basis for scheduling and
pl anni ng subsequent reviews and for evaluating internal review
per f or mance.

e. Indexing System The indexing system shown on pages
E-11 thru E-16 will be used b IRAC offices to number and
arrange the working papers for internal reviews. This system
w |l also be used to the extent possible for followup review
wor ki ng papers but may be nodified as necessary based upon
nature and extent of follow up work perfornmed.

f. Supervisory Reviews. Reviews by supervisory auditors
fromall USACE levels will be docunented in the working paper
files. The district IRAC chief will, as a mninmum prepare a
review sheet for inclusion at the front of the working paper
package and initial all summary sheets. The major subordinate
command and CEAO reviews wi |l also be docunmented by use of a
review sheet. A sanple review sheet is shown on pages E-5 thru
E- 10.
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3. Responsi hilities.

a. Staff Auditors are responsible for ensuring that the
wor ki ng papers are conplete, accurate, clear, understandable,
| egi ble, neat, logically organized per |ocal guidance, and
contain only required material

b. District Chief is responsible for ensuring that stand-
ards for working paper preparation are net and that there is
adequat e support for the auditor’s conclusions and reconmenda-
tions. Inplenmenting guidelines nmust be conmunicated to subor-
dinates and in-process reviews made to check conpliance. A
final reviewis to be nade and docunented by a review sheet
(ref. para. 2f) when the audit is conpleted.

c. Mjor Subordinate Conmand Chief is responsible for
establ i shing uni form gui dance and revi ew ng the working paper
files during quality assurance visits. The review of working
papers should be sufficient to forman opinion on their
adequacy, professionalism and conpliance with governing reg-
ul ations, policies and procedures. The District working paper
files will be documented to show the maj or subordi nate command
review. Audit review guides prepared by the District Chief
wll be reviewed “after-the-fact” for adequacy.

E-3
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DEVELOPMENT OF FI NDI NG .

CONDI TION:  (What Is the Situation That Exists)

CRITERIA: (Wat Are the Requirements or Expectations)

CAUSE : (Why Did the Condition Cccur)

EFFECT : (What Did or Could Result)

RECOMVENDATI ON(s) :  (Actions needed to correct immediate

problemand to inprove procedures and controls to avoid
recurrence of the problemin the future)
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REVI EW SHEET
District
REVI EWVER' S NAME AUDI T CF: DATE OF REVI EW
PCSI TI ON:
PAGE OF PAGES
WORKPAPER AUDI TOR' S
REFERENCE REVI EANER' S COMVENT ACTI ON

REVI ENER' S STATEMENT ON POST REVI EW ACTI ONS TAKEN BY AUDI TORS:
All actions required of auditor by above comments have been

satisfactory conpleted.

REVI EVER POSI TT ON DATE
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WORKI NG PAPER CHECKLI ST

A FILE (EXTERIOR) - IS THE FILE PROPERLY

| DENTI FI ED TO | NCLUDE

1. Title of Audit?

2. Audit Assignment Nunber?

3.  Functional Area or Category code?

4.  File Numper?

B. File (INTERIOR):

1.

2.

GENERAL :

YES

a. Are the files organized in accordance

with the Corps’ standard indexing
systenf?

b. Are in-process supervisory reviews
performed and docunented 1n file?

c. Are the summary wor ki ng papers
approved by the IRAC Chief?

CONTENTS - DOES THE FI LE | NCLUDE
a. Reviewers’ Comments?
b. Table of Contents?
c. Draft Report?

d. Audit Cuide (Approved by |IRAC
Chief)?

e. Correspondence, nenoranda, and
docunent ation of entrance/exit
conferences, in-process reviews,
and discussions wth audited
per sonnel ?

f.  Survey plan and working papers?
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YES NO
g. Sunmary and detailed working papers for
each audit segnent?

h. Time records?
3. SURVEY :
a. Was survey performed and docunent ed?

b. Didauditors obtain copies of mssion
and function statenments, organization
charts, policies, directives and SOPs
to understand the m ssion and goal s of
t he organization?

C. Did auditors determ ne whet her other
internal reviews or external audits had
been perforned in the area being
revi ened?

d. Were discussions held with activity
personnel to identify responsibilities
and obtain their concerns about
organi zati on operations?

e. Ddauditors identify available records
and nmanagenent reports of the audited
activity?

f. Didauditors obtain copies of existing
i nternal managenment control checklists?

g. \ere internal managenent controls
docunment ed and eval uat ed?

h. Wre limted tests performed of trans-
actions and conputer-processed data
when necessary to eval uate conpliance
with procedures and reliability of data?

Was survey work perfornmed in sufficient
depth for auditors to becone famliar
with the activities and controls to be
audited and to identify areas for audit
enphasi s?
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YES
Was a summary wor ki ng paper prepared
show ng purpose, scope, work per-
formed, results and conclusions?

Does the Concl usions section include
“Go/ No- " decision and if “Go” the
revi ew obj ectives supported by
appropriate rationale?

Wre the survey results discussed
with the auditee?

4. AUDIT QU DE

a.

|'s the audit guide organi zed as
follows: Background, References,
(bj ectives and Revi ew Areas?

For each review area (objective or
sub-obj ective), does the audit guide
show the steps to be perforned to
acconplish that portion of the review?
|s the nature and scope of work to be
performed sufficient to attain the
stated audit objectives?

Does the audit guide show the pro-
jected tinme franes and staff days
to acconplish each objective?

Was the audit guide approved by the
| RAC Chief prior to initiation of the
audi t ?

5. AUDI T WORKI NG PAPERS

a.

Was audit work performed sufficient
to acconplish objectives?

Did auditors obtain sufficient, conpe-
tent and rel evant evidence to support
concl usi ons, findings, and
recommendat i ons?
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Did auditors test adherence to identi-
fied pertinent |aws and regul ati ons?

Did auditors perform adequate tests to
identify potential fraud, waste or abuse?

Do wor ki ng papers neet the follow ng

gener al

gui del i nes:

(1) Conplete and accurate?

(2) dear and understandabl e?

(3) Neat and | egqible?

Does each individual working paper show

pur pose,
audPt

source of data and details of

Were summary wor ki ng papers prepared

for eac

h obj ective or sub-objective?

Do the sunmary worKing p?p rs show
or

pur pose,

scope, Work per med, results

and concl usi ons?

Were the follow ng steps perforned in
devel oping a finding:

(1)

I dentifying the condition as
measur ed agai nst acceptabl e
criteria.

| dentifying the causes of the
condition (when required).

Det erm ni ng whether the condition
Is isolated or w despread.

Determ ning the effects or signi-
ficance of the condition (when
required).

| dentifying lines of authority
and responsibility.

E-9
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(6) ldentifying and resolving |egal
questions.

j. Was each finding documented in the
wor ki ng papers?

k. Are nonetary benefit anal yses being
performed and docunented for findings
and recomrendations?

6. CROSS-REFERENCING ~ As a mininum are the
items in the followng list referenced
as appropriate:

a. Working papers to each other?

b. Working papers to audit guide?

c. Audit guide to working papers?

d. Summary sheets to working papers?
e. Summary sheets to draft report?

f. Significant revisions of draft report
to supporting working papers?
g. Significant changes between draft and
final report to supporting working
papers?

OTHER REMARKS:

PREPARED BY:

NAME :
TI TLE
DATE
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CORPS OF ENG NEERS | NDEXI NG SYSTEM
FOR | NTERNAL REVI EW WORKI NG PAPERS

1. Awuniform logical nmethod of filing and arranging audit
wor ki ng papers i s necessary to ensure maxi num use of the
material, and to facilitate the control and review of audit
files and preparation of the audit report. A though a variety
of audit types are encountered, the system described bel ow
allows flexibility to neet the needs of nost audits, and pro-
vides the degree of uniformty which is desirable for review
and control purposes.

2. The indexing systemis designed to follow the chronol ogic-
al sequence of execution of an audit and is adaptable to both
single location and nmulti-location audits. Thus the survey
process working papers are filed before the audit report and

audit working papers. If there is nore than one audit |oca-
tion, location 1 is filed before location 2, etc. If there is

a sunnar¥ report, it is filed after locations 1, 2, etc. Myjor
files will be nunbered as follows:

File I - Includes: A  Master |ndex

B. Description of the Indexing Plan
Announcenent Menor andum
Survey Quide and Tinme Control
Summary of Survey Results
Audit Lead Sheets
Docunentati on of Go/No Go Deci si on

T o m m O O

Survey Working Papers

Survey working papers will be nunbered to correspond with

survey steps. The working papers for Survey Step 1 will be

nunbered H 1. If nore than one page is required for survey

step, use H1, H1, etc. If nore than one subordinate
Tof 3 20f3

command is involved during the survey, then follow the nmulti-

| ocation guidance in paragraph 3.
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File I'l - Includes: A  Draft Audit Report (cross
referenced )
B. Managenment Comments
c. Final Audit Report (cross
referenced if different from draft)
D. Audit CGuide (cross referenced) and
Audit Tine Contro
E.  Correspondence and Conference Notes
File Ill - Includes: Audit Working Papers - Chjective 1
File I'V - Includes: Audit Working Papers - (bjective 2, and
SO on.

3. Athree digit al pha code should be used to designate the
organi zation if nore than one location is involved in the
audit. For example, if the Southwestern D vision AO perforned
a multi-location audit, SW&GII would include the Audit Cuide
etc. for Galveston District, SWA-Il would include the Audit
Quide etc. for Al buquerque and so on. (If the audit is a
single location audit, omt the al pha code since the |ocation
wi |l be shown on the fol der |abel.)

4, |f nore than one folder is needed for a file, nunber the
fol ders thus: File Il, 1 of 3; Filell, 2 of 3, etc.

5. The first folder of each major file after File Il should
include an index titled “Table of Contents”. The working
papers and material contained in File Ill and higher will be
I ndexed as follows:
(Tabl e of Contents)

A.  Comments of Working Paper Reviewers.

B. Summary of Audit Results.

c. Draft Finding and Recommendati ons

D. Audit Quide Segnent for Objective

E. Audit Wrking Papers
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The audit working papers will be nunbered to correspond with
each step of each objective. Thus the working paper docu-
menting audit work for Audit Step 1 on Objective 1 would be
indexed E-1 (the File would be nunbered File II1). [f an audit
step is conplex and includes sub-steps, nunber the working
papers E-la, E-Ib and so on for sub-steps la, |Ib, etc. as

necessary. If nmore than one fage S reqU|red for an audit
step, nunber the pages E- etc.

1Tof 3 2 M 3
6. If afile, Table of Contents item or working paper itemis

not used, the Index will be annotated “Not Used”

7. The I ndex nunber will be recorded in the center at the
bottom of the page.

8. Exanples A, B, and C provide Pro Forma Tables of Contents
for Files I, 11, IIl, etc.

9. Wen the working papers are cross-referenced to the audit

uide, audit report, etc., the annotation wll include both the
il e nunmber and working paper index nunber.
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EXAMPLE A
TABLE OF CONTENTS - FILE |
WP REF

Mast er | ndex A
Description of the Indexing Plan B
Announcenent Letter c

Survey Quide and Time Control D
Summary of Survey Results E
Audit Lead Sheets F
Docunentation of Go/No Go Decision G

Survey Working Papers H
Working Paper Title H 1
Working Paper Title H 2
Working Paper Title H 3
Working Paper Title H 4
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EXAMPLE B
TABLE OF CONTENTS - FILE ||
WP REF
Draft Audit Report A
Managenent Comments B
Final Audit Report C
Audit Quide and Audit Tine Control D
Correspondence and Conference notes E
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EXAMPLE C
TABLE OF CONTENTS - FILES IIl, IV, V, ETC
WP REF
Comment s of Working Paper Reviewers A
Summary of Audit Results B
Draft Finding and Reconmendati ons C
Audit Segnment For bjective D
Audi t Wor ki ng Papers E
Working Paper Title E-1
Wor ki ng Paper Title E-2
Wor ki ng Paper Title E-3
Working Paper Title E-4
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APPENDI X F
| NTERNAL REVI EW REPORT
STANDARD FORNMAT
LETTERHEAD
O fice Synbol Dat e

MEMORANDUM FOR: Commander, U.S. Arny Engineer District,

SUBJECT: Audit Report No. , Review of the
Archi tect - Engi neer Responsi bility Managenment Program

1. This is our report on the subject audit. Part | of the
report shows the audit objectives, our conclusions, and general
information on the audit. Part Il contains the findings,
recommendat i ons and nanagenent conments.

2. W appreciate the cooperation and %snsci stance provi ded by

Di vi sion personnel during the performance of this audit.

.M AUD TCR
Chief, Internal Review
and Audit Conpliance Ofice
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AUDI T REPORT NO

REVI EW OF THE ARCHI TECT- ENG NEER

RESPONSI BI LI TY MANAGEMENT PROGRAM

TABLE OF CONTENTS
Page
PART | -  SUMVARY
[ NTRODUCTI ON |
Audit Entity ............ ... ... ... ... .. 1
Objectives. ......... .. .. 1
| OBSERVATI ONS AND CONCLUSIONS, .. ............. 1
IMANAGEMENT  RESPONSE] . ... .ot 1
|AUDI T SCOPE AND METHODOLOGY. . ... vvvoeet. .. 1
|AUDI TING STANDARDS| . ... .ooieeiieea. 2
[INTERNAL CONTROLSL .. ..ot 2
IACTION ON PRIOR REPORTS| . .. ..., 2
| POTENTI AL MONETARY AND OTHER BENEFITS|....... 2
PART 11 -  FINDI NGS, RECOMVENDATI ONS AND MANAGEMENT
COMMVENTS

A |Accuracy of Reason Codes|............... 3
B |[Tineliness of Processing Cainsl........ S
C |[Calculation of Dammges!................. 6
D |Internal Controls...................... 7
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| NTERNAL REVI EW OFFI CE
REVI EW OF THE ARCHI TECT- ENG NEER
RESPONSI Bl LI TY MANAGEMENT PROGRAM
Report No. Dat e

SUMVARY
1. LNTRODUCTI ON.

a. Audit Entity. This section will describe the organiza-
tion, program system or area that was audited. [t will
include information on the size, volune and nature of opera-
tions of the audit entity to provide a perspective on the
significance of the audit findings and concl usions.

b. ojectives. Normally, there is an overall objective
and a series of specific objectives which are related to the
overal | objective.

2. OBSERVATIONS AND CONCLUSIONS. The report shall contain a
specific conclusion on each of the stated audit objectives,

i ncluding positive coments when appropriate. In those cases
where a finding exists, the applicable conclusion paragraph
will also sunmmarize the recommendati ons and reference the
detailed finding.

3. MANAGEMENT RESPONSE. A summary of the operating official’s
responses to the conclusions cited in paragraph 2 should be
included in the report.

4, AUDIT SCOPE AND METHODOLOGY. The scope section shall tel
the reader what the auditors did or did not do. It should also
show when the audit was perforned and the Period covered by the
audit. The met hodol ogy section should explain the techniques
used by the auditor to gather and anal yze evidence. It should
identify any assunptions nade in conducting the audit and
descri be any conparative techniques applied and nmeasures and
criteria used to assess performance. If statistical sanpling
was used, it should explain the methods used for selecting or
anal yzi ng sanpl es.
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5. AUDITING STANDARDS. The report shall contain a statenent
that “the audit was made in accordance with auditing standards
i ssued by the Conptroller General of the United States, as

i npl enented by the Inspector General, Department of Defense,
and accordingly, included such tests of the internal controls
as considered necessary.”

6. | NTERNAL CONTROLS. Each report should identify the
significant internal controls that were assessed and any
significant weaknesses found during the audit.

7. ACTION ON PRIOR REPORTS. Each report shall include a
summary section that evaluates corrective actions taken by
managemnment in response to recommendations in prior audit
reports (where applicable).

8. POTENTIAL NMONETARY AND OTHER BENEFITS.  This section
shoul d be a summary of the potential nonetary and nonnonetary
benefits (Schedul e of potential nonetary benefits will be
attached to the report, if applicable).
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AUDI T REPORT NO .
FI NDI NG RECOMMVENDATI ONS AND MANAGEMENT COMVENTS

A - ACCURACY OF REASON CODES

Fl NDI NG Paragraph setting forth condition, cause and effect.

DI SCUSSI ON

This section should contain sufficient information to pronote a
cl ear understanding of the matters reported and to provide a
convincing, but fair, presentation in proper Eerspective. It
shoul d set forth the evaluation criteria used by the auditor
and the factual evidence found during the examnation. A
conmpari son of the factual results with appropriate eval uation
criteria should lead to a clear and accurate statenment of the
condition. Al'so, this section should include the auditor’s
eval uation of the cause of an unsatisfactory condition.

Finally this section should show the effect, i.e., the extent
of risk inherent in continuing a deficient procedure, practice
or control. The significance of a condition is usuaIIY j udged
by its effect. Use of headings and sub-headings in bold type
I's encouraged to properly organi ze the information and make the
report easier to read and understand.

RECOVIVENDATI ONS AND MANAGENMVENT COMVENTS.

A-1. The report shall contain specific and realistic reconmen-
dations addressed to the responsible offices to correct Problem
areas noted during the audit. The relationship between the
audit recomrendation and the underlying cause of the condition
shoul d be clear and |ogical. The recommendati ons should
address short-termsolutions to correct the inmmedi ate probl em
and | ong-range solutions to inprove procedures and controls to
avoi d recurrence of the problemin the future. A recommenda-
tion nerely to conply with regulations or |aws shall not be
made. Instead, the auditor shall reconmmend specific actions
needed to cause conpliance or if appropriate that the

regul ations or |aws be changed.
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MANAGEMENT _COMMENTS.  Pertinent views of responsible nanage-
ment officials concerning the auditor’s findings, conclusions
and recommendations shall be incorporated into the audit
report.

AUDIT PCSITION.  (If applicable). This section will be in-
cluded if the auditor disagrees with managenent’s views on the
audit recommendations or considers their comments to be non-
responsive. The auditor shall state the reason for rejecting
managenent’s views and comments in such a way as to convince an
i ndependent third party of the correctness of the auditor’s

posi tion.

A-2. Same as indicated for A-1.

Addi tional Findings, Reconmendations, and Managenent conments
wi || be al phabetically nunbered (i.e. B, C D, . . . . ) and in
the same fornat.
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EXAVPLE OF
TRANSM TTAL MEMORANDUM
O fice Synbol Dat e
MEMORANDUM FOR _( Commander )
SUBJECT: Resolution of Audit Report No. , Revi ew of

the Architect-Engi neer Responsibility Managenment Program - FOR
SI GNATURE

1. PURPGSE. To obtain command decision on action to be taken
on subject report (copy of report at TAB B)

2. RECOWENDATION.  That the Commander sign the menmorandum at
TAB A directing the : , and -
Divisions to take corrective actions as indicated in the

menor andum

3. DLSCUSSI ON.

a.  On the Internal Review Ofice issued a
report on the Architect-Engi neer Responsibility Minagenent
Program (AERWP) in the district. The report contains four
findings as follows:

(1) FAR A - Accuracy of Reason Codes. District
officials were not identifying and docunenting the primary
reason for contract nodifications or prorating related costs in
those instances when nultiple reasons were cited for the pro-
posed change orders. Consequently, if Design Deficiency was
one of the reasons, the total anount of the proposed nodifica-
tion was recorded as construction cost growh attributable to
A-E design errors and/or om ssions.

(2) FAR B - Tineliness of Processing Cainms. Wen
potential A-E liability was determned, the tinme required to
obtain recovery of danages was excessive. The District did not
inpl ement effective tine standards or establish appropriate
suspense files for use in nmonitoring progress achieved on
active A-E liability cases. We reviewed five A-E liability
cases settled during FYs 1991 and 1992 and found that it took
an average of 2.4 years to resolve a case.

5
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(3) FAR C - Calculation of Danages. The initia
damage assessnents, which were presented to the A-E firms upon
i ssuance of the Demand Letters, were not updated to include
adm ni strative costs incurred between issuance of the Demand
Letters and final settlement of the cases. Al so, the docunen-
tation of adm nistrative costs related to the pursuit of A-E
liability cases was inadequate.

(4) FAR D - Internal Controls. The District needs to
strengthen practices and procedures for (i) documentation of
supervi sory review and aPprovaI of AAE liability determ n-
ations; (i1) recording of AERMP investigations and the sequence
of events; and (iii) maintenance of official AERWP files.

b. The report contains eight recomendations to inprove
the above areas (Recommendations A-1, B-1, B-2, C1, G2, D1,
D-2 and D-3). The responsi bl e managenent officials have con-
curred with Recommendations A1, B-1, B-2, D1 and D3 and have
i ndi cated that appropriate corrective actions will be taken.
Ih? have nonconcurred with Recommendations C1, G2 and D2 as

ol [ ows:

(1) Recommendation C-1 is to capture all technica
adm ni strative costs incurred to pursue recovery of A-E
liability damages. The procedures should include instructions
to footnote the damage conputations to show source of data, and
to update the damage conputations at tine of settlement. This
recomendation is based on HQUSACE gui dance issued in Decenber
1989 which states that adm nistrative costs are “valid addi-
tional costs” that the Government has incurred as a result of

A-E deficiencies. It further states that “the original denand
amount shoul d be nodified if adm nistrative costs increase
significantly during prosecution of a case.” The

Di vi si on has nonconcurred with the recommendati on and states
that the Conmand’ s current practice of limting admnistrative
damages to those sustained up to issuance of a demand letter is
supported by the District Counsel. The coments obtained from
District Counsel state that the Government is not entitled to
recover all Governnent costs in pursuing A-E liability cases.
The true rule woul d be that the Governnent should pursue al
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costs proximately caused by the negligent act or omission. The
PfOXIU&te|y caused damages are generally those imediately
ollowing the negligent act. The Di vision states that

t hey have discussed their position with HQUSACE and have for-

warded a copy of District Counsel’s coments for HQUSACE

consi deration. However, this does not satisfactorily resolve
the issue. Therefore, in the nenorandumat TAB A, we are
Froposing that you direct the Division to prepare a
etter to HQUSACE, for your signature, setting forth the
District’s procedures for conputing damages and requesting
HQUSACE concurrence or suggested changes. Upon receipt of

HQUSACE response, the Division will be required to
submt a final position paper on this recommrendation for your
approval. In the neantinme, the Division will pro-
ceed to inplement the first part of the recomendation, i.e.,

to establish procedures to capture and record all costs in-
curred to pursue an A-E liability case and to footnote damage
conput ations to show source of data contained therein.

_ .(Z%eF@connendation C-2 is to include appropriate
wording in Demand Letters to the effect that conputed danages
presented therein are prelimnary costs which will be nodified
to include all related admnistrative costs and accrued
interest incurred at tine of settlenent. The
Di vi si on has nonconcurred for the reasons stated I1n response to
Recommendation C-1. However, they did indicate that they wll
docunent all claimed adm nistrative costs to support the nunber
of admnistrative hours assessed to an A-E firm The proposed
action to resolve Recommendation C-1 will also satisfy the need
to resolve this recomrendation

(3) Recommendation D-2 is to docunent supervisory re-
view and approval of the initial AERC determ nations and, |If
necessary, revise the signature blocks on SPK Form 84 to pro-
vide for appropriate docunentation of the higher |evel review
The Di vision has nonconcurred that any corrective
action is necessary on the basis that the recomended pro-
secures are already in place. However, their conments do not
adequately address the Issue that the review and approval pro-
cess was not docunmented on the SPK Forns 84 included in our
audit sanple. Therefore, in the menorandumat TAB A, the
follow ng actions are being required: (i) the existing pro-
secutes and instructions wll be reviewed to assure that they
are clear and adequate and (ii) the _ Division wll
review the conpleted SPK Forms 84 in the future to assure that
the necessary signatures are included on the form If the |IRAC

.
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Ofice foI!om#uP review discloses continued |ack of proper
docunentation of supervisory review and approval of the initial
AERC determ nations, further corrective action will be required
at that tinme.

4. COORDI NATI ON.

Div. CONCUR NONCONCOUR (Name) (Date)

Div. CONCUR/ NONCONCUR (Nare) (Date)

Div. CONCUR/ NONCONCUR (Nane) (Dat e)
|.M AUDI TOR

Chief, Internal Review
and Audit Conpliance Ofice
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EXAMPLE OF ACTI ON MEMORANDUM

O fice Synbol Dat e
VEMORANDUM FCOR Div.
Div.
Div.

SUBJECT: Resolution of Audit Report No. , Review

of the Architect-Engineer Responsibility Mnagenent Program

| have reviewed the subject report and made the follow ng
determ nations regarding action to be taken on the
recommendations as referenced bel ow

a. Recommendations A-1, B-1, B-2, D1 and D-3. The
managenent comments are responsive and the proposed corrective
actions should be inplenented as indicated therein.

b. Recomendations C-1 and G2. The nanagenent comments
do not adequately address the issue of potential nonconpliance
w th HQUSACE policy for conputation of damages resulting from
identified A-E liability. Therefore, the Di vi sion
wll prepare a letter to HQUSACE, for ny signature, setting
forth the District’s procedures for conputing danages and
requesti ng HQUSACE concurrence or suggested chan%fs. Upon
recei pt of the HQUSACE response, the i vision will

submt a final coordinated position paper on these recommenda-

tions for ny approval. In the neantine, the
Division will proceed to inplenment the first part of Recom
mendation C-1, i.e., to establish procedures to capture and

record all costs incurred to pursue an A-E liability case and
to footnote damage conputations to show source of data
contai ned therein.

c. Recommendation D-2. The nmanagenent comments do not
adequat el y address the issue of apﬁarent non- conpliance with
prescribed procedures based upon the audit results. Therefore
the followng actions will be taken to assure that A-E
liability determ nations receive proper supervisory review and
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approval : (i) the existing procedures and instructions wll be
reviewed to assure that they are clear and adequate and (ii)
t he Division wll review the conpleted SPK Forns 84

in the future to assure that the necessary signatures are

i ncluded on the forms. If the IRAC Ofice followup review

di scl oses continued | ack of proper docunmentation of supervisory
review and approval of the initial AERC determ nations, further
corrective action will be required at that tinme.

Commander

10
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APPENDI X G
LETTER REPORT FORNAT
LETTERHEAD
O fice Synbol Dat e

MEMORANDUM FOR:

SUBJECT:  Audit Report No. , Review of Administration
of the Inprest Fund

1. 1NTRODUCTI ON

a. Audit Entity. This section will describe the
activity’s mssion or functions that were audited to put the
audit objectives in proper perspective.

b. Scope and Met hodol ogy. The scope section shall tel
the reader what the auditors did or did not do. It should also
show when the audit was performed, the period covered by the
audit, and extent of conpliance with auditing standards. The
met hodol ogy section should explain the techniques used by the
auditor to gather and anal yze evi dence.

2. RESULTS OF REVIEW This section will be organized by audit
objective as foll ows:

a. Topic Heading

(1) Qbjective. Statement of first audit objective.

_ (2) Results. Observations and conclusions for the
audit objective, including synopses of conditions found or
positive conments when appropriate.

~ (3) Recommendati ons. Su?gestions to correct the
condi ti ons noted above (when applicable).

b. Topic Heading. Sane format as sub-paragraph a above
for second audit objective. Additional paragraphs wll be
added as needed for each additional audit objective,.
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3. REQUEST FOR COMMENTS. The report shall include a request
for managenent comments on the conclusions and actions to be
taken on the recomendations (where applicable).

.M AUDI TOR
Chief, Internal Review
and Audit Conpliance Ofice

Note: The above itens represent the mnimal requirenents for a
letter report. Additional paragraphs such as “Internal
Controls,” “Prior Audits,” etc. may be added if deened
necessary.
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APPENDI X H

POTENTI AL MONETARY BENEFI TS

Thi s docunent states an opinion of audit personnel of the Internal Review

O fice and does not represent the official position of the US. Arny Corps of
Engi neers. This docunment is exenpt from disclosure under the Freedom of
Information Act (5 U S.C 552(b)$5)). Thi s docunment shoul d not be rel eased
outside of the U S. Army Corps of Engineers because opinions stated herein, if
quoted outside of the proper factual context, could be prejudicial to a full
understanding of the subject natters to which these opinions relate.

AUDI T REPORT NO TITLE DATE

MONETARY BENEFI TS 1/
RECOVIVENDATI ONS FUNDS PUT TO BETTER USE QUESTI ONED COST

1/ Represents ampbunts that should accrue frominplenmentation of audit
reconmendations and that could be reasonably estinated at time of audit
considering variable factors and assunptions. Actual benefits to be
real i zed depend on managenent acceptance of recommended actions, tinmne-
liness of actions, and the precise nature and effect of actions taken

EXPLANATI ON OF BENEFI TS DETERM NATI ON
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APPENDI X |
QUALI TY ASSURANCE PROGRAM
| NTERNAL REVI EW AND AUDI T COVPLI ANCE OFFI CE

POST AUDI T SURVEY

Audit Title:
Audit Report No.:

Using the scale below, please indicate how strongly you agree
or disagree with each item by marking the appropriate category:

5 Strongly agree

4 Agree

3 Neither agree nor disagree

2 Disagree

1 Strongly disagree -
1. At the entrance conference the auditor:
- explained the purpose of the audit. 1 2 3 4 5
- discussed the audit objectives. 1 2 3 4 5

- discussed how long it would take to
conplete the audit. 1 2 3 4 5

- solicited areas of concern from nanage-
ment for audit consideration. 1 2 3 45

2. The auditor kept ne (or ny staff) informed
on the audit progress. 1 2 3 45
(Continued on page 2)
1
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3. The auditor discussed with ne (or my staff)
all potential findings and recomendations
included in the final audit.

4. The auditor provided ne in a tinmely manner
a copy of the draft report?

5.  The auditor discussed during the exit confer-
ence the results of the audit?

6. The final report was issued in a tinely
manner after the draft report?

7. The report was concise and contai ned enough
information to be understood?

8. The final audit report clearly:

- described the findings and causes for the
findi ngs?

- stated specific and realistic recomenda-
tions for actions to correct problem areas
not ed?

- descri bed managenent’ s positions?

- acknow edged managenent’s corrective
actions initiated during the audit?

9. The audit should help to inprove operations.
10. The auditors conducted thenmselves in a
professional and courteous manner during the
course of the audit?

COWVENTS:
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APPENDI X J
FOLLOW UP REPORT FORMAT
LETTERHEAD
O fice Synbol Dat e

MEMORANDUM FOR:  Commander, U.S. Arny Engineer District,

SUBJECT: Audit Report No. Fol | ow-up Revi ew of
the Architect-Engi neer Responsibility Minagenment Program

1. This is our report on the subject followup review The
review was made during to follow up on Audit
Report No. dat ed . W\ exam ned
documentation and interviewed key personnel to determ ne
whet her effective corrective actions had been taken to

i npl enent the previous recomendations to inprove the

Archi tect - Engi neer Responsibility Managenent Program

2. The followup review disclosed that nmanagenent personnel
have inplenented all of the recomendations in the initial
report. Therefore, no further actions are required.

.M AUDI TOR
Chief, Internal Review
and Audit Conpliance Ofice
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AUDI T REPORT NO

FOLLOWM UP REVI EW OF THE ARCHI TECT- ENG NEER
RESPONSI Bl LI TY MANAGEMENT PROGRAM

TABLE OF CONTENTS

PART | - SUWMARY
| NTRODUCTI ON

(bj ective
Scope

OBSERVATI ONS AND CONCLUSI ONS
MANAGEMENT  RESPONSE

PART Il - FINDI NG5S, RECOVMENDATI ONS, MANAGEMENT COMMENTS,
AND FOLLOW UP RESULTS

A - Accuracy of Reason Codes
B - Timeliness of Processing O ains
c - Calculation of Danmages

D- Internal Controls
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| NTERNAL REVI EW OFFI CE
U S. ARW ENG NEER DI STRI CT,

FOLLOWM UP REVI EW OF THE ARCHI TECT- ENG NEER
RESPONSI Bl LI TY MANAGEMENT PROGRAM

Report No. Dat e

SUMVARY
1. |NTRODUCTI ON

a. (Objective. Thi s paragraph should state the purpose of

the review and identify the audit that followup is being
performed on.

b. Scope. The scope paragraph shall tell the reader what
the auditors did or did not do. It should also include the
time period of the followup review

2. OBSERVATIONS AND CONCLUSIONS. The report should contain an

overal | summary of corrective actions taken and the auditor’s
eval uation of the adequacy of such actions.

3. MANAGEMENT RESPONSE. A summary of the operating officials’

responses to the conclusions cited in paragraph 2 should be
included in the report.
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Fl NDI NG RECOMVENDATI ONS, NMANAGEMENT COMVENTS
AND FOLLOWM UP _RESULTS

A - ACCURACY OF REASON CODES

FINDING  Exact wording of Finding paragraph.

RECOVMENDATION A-1.  Exact wordi ng.

MANAGEMENT RESPONSE.  Exact wordi ng.

FOLONUP RESULTS. Detailed statenent of followup review
actions, including testing procedures; determnation of whether

the corrective actions have been conpleted; and if so,
eval uation of the effectiveness of such actions.

MANAGEMENT COWMENTS. Use when corrective actions have not been
i mpl emented; nmust contain new target date (if applicable).

| NTERNAL REVI EW EVALUATION. Commrents to correct m sl eading
managenent statenments, to answer points raised by managenent,
to ensure that IR position is presented clearly, and any ot her
expl anations that are required (if applicable).

RECOVIVENDATI ON_A- 2. Same as indicated for A-1.

The foll owup of several Findings, Recomrendations, Managenent
comments will result in alphabetically nunbered (i.e. B, C
D...) enclosures prepared in the same fornmat.
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